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the rates question in recent railroad literature. 



Railway Rates and Government Control. Economic Ques- 
tions Surrounding These Subjects. By Marshall M. Kirk- 
man. Pp. 354, Chicago and New York. Rand, McNally & Co., 
1892. 

The Railway Problem, with many illustrative diagrams. By A. 
B. SticknEY. Pp. VII. 249, St. Paul, Minn., D. D. Merrill 
Company, 1891. 

The Railways and the Traders, a sketch of the Railway Rates 
Question in Theory and Practice. By W. M. Acworth. Pp. VIII. 
378, London. John Murray, 1891. 

The Railways op England, Fourth Edition, Pp. XVI. 427. 
1890. Same author and publisher. 

The Railways of Scotland, Pp. VIII. 191, 1890. Same author 
and publisher . 

The Working and Management of an English Railway. 
By GEORGE Findlay. Fourth Edition, Pp. VIII. 354. London. 
Whittaker &Co. Also George Bell & Sons, 1891. 

The literary battle over the railroad problem goes bravely 
on. The actual strife of warring railroads is reflected in the 
conflicting theories of the books. Mr. Kirkman's volume, 
in its title, presents an important issue of the day ; rather, it 
may be said, two issues, both of which are far from satisfac- 
tory settlement. One of these relates to the principles upon 
which rates are fixed ; the other is whether the government 
or the railroad companies shall have the fixing of the rates. 
It may be premised that, however each nation may decide 
upon the latter question, the former cannot be settled until 
the theory of value receives a thoroughly scientific treat- 
ment. The theory of rates is so fundamentally a part of the 
theory of value, that the form which the latter may ulti- 
mately take will be the determining point of the former. Mr. 
Kirkman has been a prolific writer on railroad topics. He 
has evidently a wide acquaintance with railway practice and 
possesses an extensive and detailed knowledge of railway 
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affairs. He has read and studied widely the literature of the 
subject, at least the books in English. It is to be regretted 
that his evident diligence in collecting the materials and his 
fervor of utterance have not produced a better book. Some- 
where in the process of making, the book has been spoiled. 
One glaring fault is in the temper of it. It contains many 
venomous thrusts at those who hold different views — particu- 
larly at Mr. J. F. Hudson, the author of "The Railways 
and the Republic. ' ' Another fault is that it contains noth- 
ing new, both facts and theories having been stated re- 
peatedly by others. Mr. Kirkman praises the railroads with 
fanatic zeal. Their methods, their practices, their aims, their 
achievements are all righteous and beneficent. He will hear 
no criticism adverse to them. He even regards as sentiment, 
entailing too much cost, the safeguards of English law as to 
protection to life at crossings, stations, etc. Governments 
that fix rates, while they " pose as public benefactors, ought 
to be branded as asses" (p. 89). His style is terse and 
nervous — often to excess. His epigrams are sometimes 
hysterical, and he has "damnable iteration." Especially is 
this true of certain hackneyed phrases and ideas. For instance, 
"The commerce of the world adjusts itself according to 
natural laws ' ' (p. 9). ' ' Trade must be allowed to work out 
its destiny " (p. 9). "Railroads are governed by what we 
may term God's natural laws — the laws of trade, universal, 
adaptable, just " (p. 10). "The business of railwaj'S gov- 
erns itself. It adjusts itself on equitable grounds of the 
greatest good to the greatest number ' ' (p. 89). These are 
but random examples. 

Discriminations in favor of localities and of individuals 
are justified. "The action" he claims, " of the railways 
in connection with the Standard Oil Company was involun- 
tary, unavoidable and natural " (p. 21). It was an instance- 
undoubtedly of the action of "God's natural laws." In 
his advocacy of the railroads and all their works he forgets 
his devotion to the principle of free competition and justifies 
pools. Or. page 109 occurs a beautiful, if somewhat im- 
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pressionist sketch, of a peaceful, idyllic railroad "pool." 
And railroad wars ' ' have served to illuminate and clear the 
sky. While temporarily disturbing values, the harm they 
have done has been partially offset by the benefits that have 
flowed from them. They are the outgrowth of a too exuber- 
ant life, a superabundant vitality ; a plethora of energy, 
interest and ambition " (p. 131). 

In defence of Mr. Kirkman let it be said that his intem- 
perate praise of the railroads is only a natural reaction 
against the intemperateness of some writers on the other 
side. It is unfortunate that he has not been able to absorb 
something of the calm and sober spirit of Professor Hadley 
and of Mr. Dabney, both of whom 'he quotes. But his 
book is neither judicial, like that of Mr. Dabney, nor 
scientific like that of Professor Hadley. 

The first half of Mr. Kirkman's book discusses the basis 
of railway rates, while the second half treats more especially 
of the relation of government control to rates. There is 
also a chapter devoted largely to the Interstate Commerce 
I,aw, and another in which a brief resume is given of the 
status of railways in various countries. The latter part of 
the book is more sober and dignified in tone. However, a 
fatal unscientific mingling of topics runs through all the 
chapters. His teaching is, in a word, the old doctrine of 
unqualified laissez-faire — as an economic theory, at least fifty 
years behind the times. It is curious how men still argue that 
man in running a railroad, if left alone, will act strictly accord- 
ing to natural law ; but that man in running a government is 
someway freed from the operation of that natural law, and 
can work out all the viciousness that is in him. Why the 
action of the Interstate Commerce Commission is not as 
strictly "involuntary, unavoidable and natural," as the 
action of the railways in contracting with the Standard Oil 
Company, Mr. Kirkman fails to explain. 

But the book is not absolutely wanting in scientific value. 
The scientific facts, however, are not given proper emphasis. 
They are smothered with rhetoric. He sees clearly that 
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tlie principle of charging what the traffic will bear is the 
tendency of railroad practice wherever the railroads are left 
free, and he really argues well at times in support of the 
justice of such a rule. He shows how a railroad often 
must make discriminations in order to meet its rivals at 
competitive points, and yet earn enough to pay its operating 
expenses and meet its fixed charges. He shows the benefits 
of pooling arrangements, and advocates legalizing them. 
He admits that there can be too much railroad construction 
and is even willing that there should be some form of mild 
government supervision. But all that is valuable in this 
book is to be found in far better form elsewhere. It helps 
his cause, however, in this, that one lays down the volume 
with a kindlier feeling toward the railroads — the feeling 
that to have their cause thus championed is punishment 
enough for their misdeeds. 

Mr. Stickney is a practical railroad man, of wide and 
varied experience. ' ' His experience, ' ' he tells us, ' ' has 
been in the legal, the construction, the operating and the 
financial departments. ' ' He has a plain, direct style, and a 
modest tone which makes his book pleasant reading. One 
is impressed likewise with his earnest attempt to be strictly 
fair in his treatment of all sides. The topical arrangement 
of his material is without apparent plan. There is a melange 
of historical information, practical business detail, and dis- 
cussion of principles. In his discussions he does not always 
keep distinct the legal and the economic elements. The 
fundamental question of his whole book is the rates question. 
Although a railroad manager he does not believe in many 
of the usual railroad methods. Of discrimination he says, 
' ' This discrimination in the matter of rates between differ- 
ent localities and individuals is the point of greatest friction. 
While it is confessedly building up certain localities and 
making certain rich men richer, it is slowly and surely sap- 
ping the foundations of the prosperity of both the great 
masses of the people and the railway companies." (p. 6). 
He calls the low rates at important junctions " discrimina- 
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tion," not "competition." He believes that such arbitrary 
power as the fixing of rates, with its attendant results upon 
trade, should not be left in the hands of private individuals. 
It is a public function, he contends, and. safer in the 
hands of the government. He has some interesting dis- 
cussions as to the similarity between railway rates and taxes, 
but it cannot be said that he adds anything valuable to the 
theory of rates. The book is one to be commended. It is 
thoughtful, earnest, with much useful information in it, and 
especially interesting as showing that all who are interested 
in railroads do not regard railroad practices as immaculate, 
nor claim an inalienable right to exemption from govern- 
ment control. 

With Mr. Acworth's three books we come again to an 
essentially one-sided author. In his work on the Railways and 
the Traders he confesses that he writes from the point of view 
of the railway interest. These three books together are a 
justification and glorification of the railways of Great Britain 
and of the English railway system. The book on the Rail- 
ways of Scotland is virtually a supplement to the larger 
work on the Railways of England, and is written in the 
same vein. The work on the English railways describes in 
succession the chief railways of England. The author con- 
fesses that he has recently been converted from hostility 
toward the railways to ardent admiration. He consciously 
describes only their excellencies. He claims that in some 
of the great systems can be found excellencies surpassing 
the best that can be found in other countries. His attitude 
puts one on guard, but his style and method are seductive. 
The volume on the Railways and the Traders is specially 
devoted to the rates question. He believes tha't ' ' the private 
railway companies of England and the United States have 
served the public better than the Government railways of 
the Continent or of our Australian Colonies, and — which is 
still more to the point— are likely to serve it better in the 
future. ' ' 

He argues elsewhere that State interference is certain to 
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lead to permanent high rates. He can find no good substi- 
tute for the present "English system of freedom to private 
managers to vary their rates within the limit of their 
statutory maxima, and subject to appeal to a court of law" 
(p. 113). As to the principle upon which rates shall be 
fixed he comes to the conclusion that cost of service cannot 
be ascertained, and if ascertained would not be a guide, that 
equal mileage is not a logical or just or workable basis for 
rates, and that ' ' there is nothing to fall back upon but the 
principle of charging what the traffic will bear " (p. 48). 
His arguments are more practical than theoretical. English 
rates are not extortionate, because it cannot be proved either 
that the railways as monopolists exact more than the normal 
rate of return on their capital, or that they charge more than 
is charged elsewhere for the same service. He supports this 
principle of charging what the traffic will bear by analogies 
with other transactions, tolls, taxation, professional charges 
and the like. Mr. Acworth has studied American conditions 
and gives an interesting chapter on American rates. The 
reader will be entertained throughout the entire book. The 
style is lively. There is abundant information, some of it 
of a chatty character — all of it interesting. But one cannot 
leave the book feeling satisfied that the rates question has 
been settled. 

Mr. Findlay is by profession a civil engineer and holds the 
position of General Manager of the London and North- 
Western Railway. His book is taken up with the considera- 
tion of such topics as Rolling Stock, Working of the Trains, 
Railways as a Means of Defence, etc. The rates question is 
only incidental to the main subject of the book, and is 
treated only in a brief descriptive way. His statement of 
the principle of English rates is interesting. ' ' The rates 
are governed by the nature and extent of the traffic, the 
pressure of competition, either by water, by a rival railway 
route, or by other land carriage ; but, above all, the compa- 
nies have regard to the commercial value of the commodity 
and the rate it will bear, so as to admit of its being produced 
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and sold in a competing market with a fair margin of profit." 
(p. 206). This is an excellent statement of the principle of 
charging what the traffic will bear. With regard to the rela- 
tion of the State to railways in England he writes briefly, 
taking the customary attitude of a railroad official — injured 
innocence — in presence of any feeling of hostility to railroads. 
He analyzes the present laws after the methods of a manual, 
and outlines a plan upon which State purchase would proba- 
bly have to be carried out, if it should be decided on. The 
book has no direct economic value. In fact it may be said 
that sc far as the economic aspects of the railway problem 
are concerned none of these books bring any substantial aid. 
What is needed now is a scientific discussion of the ques- 
tion in all its aspects. These books are mainly advocates 
of special interests. In the most of the discussions on the 
rates question it is assumed that (to quote Mr. Kirkman) 
" the commercial interests of a people are indissoluble," 
that there is such a harmony of interest between differ- 
ent classes of society that if a given policy be proven good 
for one class it will be good for all. The traders argue that 
rates favorable to them must be good for. the railroads 
and good for everybody. The railroads assume that rates 
good for them are good for the traders. The problem is 
much wider than this. Rates must also be considered from 
the standpoint of the consumers and of society as a whole. 
A schedule of rates must be tested from all these points of 
view before it can be accepted as wise and right. If any one 
class of interests could be a satisfactory test, it would be 
those of the consumer rather than of the producer or 
the transporter. Consumption is fundamental — at once 
the starting point and the end of economic life. But the 
test is not complete until the interests of society, as a whole, 
are kept in view. When thus tested it appears that rates 
are not justifiable which are not adjusted with reference 
to developing the productive strength of the people. Society 
cannot ignore its future development. A society is not prosper- 
ous which has no guarantee of future progress in its present 
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■welfare, however splendid and perfect the present may appear. 
It is here that the doctrine of the harmony of individual in- 
terests fails. The principle of free competition logically 
followed, lays on the competitors no positive duty to- 
ward the community. The negative precept, ' ' so use your 
own as not to injure another's " is the extent of the obliga- 
tion. Society can expect from unregulated railroads only 
the pursuit of their own interests. The interest of the rail- 
road is the largest net revenue. To obtain this the railroad 
undertakes to build up certain localities and industries, thus 
shaping the future growth of society to the present needs of 
the railroad. It has been pretty generally decided that protec- 
tion to infant industries is not a legitimate function of pri- 
vate railroad enterprise. There is one radical difference be- 
tween the social point of view and every other. Society 
is immortal, . but no other interest is, even corpora- 
tions die. They are managed in the interest of those who 
at present constitute them. No railroad corporation would 
of its own free will adopt a policy involving hard struggle 
and great risk of failure for fifty years in the hope of real- 
izing at that time a large and permanent good. Benefits ma- 
turing only after many years are not the objects of railway 
enterprise. With society it is otherwise. The continued 
existence of 'a corporation is merely legal ; but the immor- 
tality of society is actual and essential. Society has a duty 
toward the future which it cannot ignore and cannot delegate. 
If individuals or corporations follow practices which tend 
to destroy the potentiality of future growth in the interest 
of mere immediate good, society as a whole must interfere 
and resume direction. The neglect of this principle has 
wasted our forests, prematurely exhausted our land, built 
countless unnecessary railroads, prevented the growth of 
new industries, covered our western prairies with bankrupt 
farmers and built up gigantic private interests which threaten 
our political stability. A policy which was fitted only to 
early conditions has been pursued when social growth has 
rendered such a policy ruinous. In a new country the easiest 
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way for society to get a much needed improvement, such as a 
railroad, may be by appealing to the speculative spirit in indi- 
viduals in a grant of privilege to build the railroad, with the 
utmost freedom of regulation. But, allowing that such is 
the best policy for a relatively crude society, the moment 
that such a grant becomes harmful to society, the grant 
must be recalled. There is nothing inalienable in a grant to 
a railway corporation of the right to fix rates. It is a permis- 
sive right only. It is claimed by Mr. Kirkman and others 
that a railway must fix its rates so as to build up business, 
to develop undeveloped industries and localities. They 
virtually assume that society has irrevocably delegated to 
irresponsible private parties the right to determine what 
industries shall be built up, what particular individuals 
shall be driven out of business, what localities shall be 
developed and what ones stunted and ruined. And since 
the fixing of rates does actually involve such results, it has 
simply become imperative that society shall resume its 
sovereignty and regulate rates. The railways affect far 
more vitally and generally than do other industries, the 
future of society. When built they are permanent. They 
must be used. The country will be developed along their lines. 
Their management and rates affect the development of 
society, not for a few years, but for centuries. Further, they 
have become the central industry. Their policy dictates in 
the main the policy of all other industries. It is this which 
makes the control of railway rates so manifestly a social 
function. It is the lack of necessary harmony between the 
present interest of individuals and the permanent welfare of 
society which breaks down the principle of unrestrained 
competition as a general rule. 

As to the economic principles upon which rates should be 
fixed, only certain general rules can be laid down. 

i. The benefit of any one industrial class is not a suffi- 
cient test. Rates to be justifiable must harmonize, as far as 
possible, the interests of producers, traders and consumers, 
as well as railroad interests. 
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2. Rates must be fixed so as to secure the productive 
growth of society. Future good must not be sacrificed to 
present good. 

3. The highest price which the consumer will pay for an 
article constitutes the whole fund which can be distributed 
between railroad, trader and producer. From this fund 
railroads are built. From this standpoint the value of rail- 
roads and their services are determined. 

4. Competition, by bringing into the field more producers, 
traders and railroads to be maintained, may force the cost 
to consumers up to this maximum price limit. 

5. The permanent line of minimum cost to consumers is 
fixed by the lowest cost of production, including lowest 
rate of profit which will tempt new competition. 

6. The consumers' interest requires the lowest rates consis- 
tent with continued efficiency of the road and continued low 
cost of production. It is to the consumers' interest that both 
railroad and producer have a fair profit in order that quality 
of goods and service may be maintained ; but that profits 
should not be so high as to attract too many competitors. 

7. The value of all commodities being determined by 
their marginal utility to consumers, rates according to what 
the traffic will bear are the only logical rates under free com- 
petition. If transported goods are to compete with goods pro- 
duced in the consumers' locality, their cost to the consumer 
can be levelled in the market only upon the principle of charg- 
ing for transportation what the traffic will bear. 

8 and 9. If the present welfare of society alone were con- 
sidered there could be no objection to this principle. From 
the standpoint of the future growth of society, however, 
this principle must be modified, while still remaining the 
basis of the system. 

These are only a few of the conclusions suggested by this 
analysis of the interests involved in the rate question. 

Sidney Sherwood. 

Johns Hopkins University. 



